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The Executive is asked to note and comment on:

(i) Latest information on the impact of the recession on the Council (including financial impact), its residents and businesses.  

(ii) Mitigating action progressed to mitigate the impact of the recession (where possible) on the Council’s residents and businesses.
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RECESSION PLANNING PROGRESS REPORT

1. INTRODUCTION
1.1
The Executive, on 16 February 2009, considered a report (CORP86/08) on recession planning.  This report detailed the implications and actions being followed by SMT to monitor/mitigate impact of recession.  

1.2
This report sets out the latest position in respect of impact of recession and mitigation action planned/taken to assist residents and businesses affected.

2. INCOME PROJECTIONS
2.1 As advised to members in 2009, the Council has experienced a significant drop in income due to the recession.  The biggest impact being a reduction in interest earned on the Council’s investments.  Reduced income from services, i.e. car parking (including freezing charges in 2009/10 to help stimulate local economy), licensing, building control, land charges, were also built into the Council’s 2009/10 base budget projections.

2.2 The main income shortfall relates to Investment income:

(i) Investment Income

Interest rates have remained at 0.5% throughout 2009/10 and are not expected to increase significantly in the short term.  Reductions in anticipated income were built into the 2009/10 to 20114/15 budgets to reflect this and it is anticipated that income will meet these revised targets.  
	
	Year end actual/forecast

£

	2007/08
	(1,865,439)

	2008/09
	(2,624,851)

	2009/10 *
	(840,000)

	2010/11 *
	(693,000)


* The figures relate to the forecast position for the year end.

2.3 Recycling Income

Prices for recyclate collected by the Council (principally plastic and cardboard), a big issue in the 2009 report, have recovered (albeit not to the prices we enjoyed prior to the crash of October / November 2008).  The effect of the reduced prices in this financial year was short lived and not as damaging as was first feared.  That said, income from the sale of plastic and cardboard is currently (up to the end of Period 10) £8,681 less than the budget to date.
2.4
Additional Income


On a positive note the Government has announced that they are providing further additional grant income to support local authorities as follows:

(i) Additional Benefits Administration Subsidy

The Council has received additional ‘ringfenced’ subsidy of £113,195 in 2009/10 solely for the purpose of assisting the Council to administer benefits claims and respond to related enquiries during the economic downturn. The Council will receive a further sum of £37,160 during 2010/11 but this is against the backdrop of a reduction in the general Benefits Administration Subsidy of £39,867 and the existing freeze on elements covering the costs of inflation.
(ii) Local Authority Business Growth Incentive Scheme (LABGI)

The Council has received a share of £50m in additional LABGI funding.  This ‘non-ringfenced’ money earmarked to assist local authorities respond flexibly to the effects of the downturn.  The Council’s share of the allocation is £34,000 in both 2009/10 and 2010/11.

3. SERVICE PROVISION FOR RESIDENTS
3.1 Service Managers, particularly those dealing directly with residents are closely monitoring the effect of the recession on their services.
3.2 Housing Benefit

The service most affected by the recession was, predictably, benefits administration.  However, an initial increase in customer enquiries of 17% has now reduced (as can be seen from the tables at Appendix 1).
· the numbers applying for benefit face to face at the customer contact centre is decreasing back to pre recession levels, but waiting times are still slightly below the target of 80% of customers being seen within 15 minutes, current performance being 78%

· the week on week increase in outstanding workload  experienced early in 2009 which was managed by some overtime working in order to continue the delivery of the expected levels of service has again reduced back to normal levels.
· the increasing caseload of claimants (from 8,500 to 9,200) and the disproportionate increase in working age residents: many claiming benefit for the first time ever whilst still increasing are doing so at a lesser level, see Appendix 1.  Approximately 20% of Carlisle households are now in receipt of Housing and/or Council Tax Benefit. 
3.3 In mitigating the effect of the recession of increased benefits workload, additional temporary resources were trained as trainee benefit officers (1FTE) and Benefits Customer Services Assistant (1.5FTE).   The cost of increased temporary resources is being funded, in the main, by the ring-fenced DWP grant.

In addition, all Benefits Customer Services Assistants have received refresher training in the importance of, use and qualifying conditions relating to Discretionary Housing Payments.  For the first time the central government contribution of £9,909.00, for 2009/10, is fully spent.
Various Benefit take-up advertising and the creation of Benefit fact sheets have all helped to promote benefit entitlement and encourage people to claim Benefit.  

3.4 Other Customer Contact
Similar to the position reported by most service managers there has been no impact of the recession in dealing with other customer contact centre customers.  As detailed in Appendix 1 the number of customers visiting the Council has reduced as the number of queries on fortnightly collections has settled down.  This has resulted in increased turnaround performance.  The situation is being very closely monitored. However the expected increase in customers looking for financial help, particularly Council Tax queries, has not materialised.

3.5 In mitigating the expected increase, particularly in Council Tax customers, all customer service advisors were trained in Council Tax procedures and legislation to allow greater flexibility. 

3.6 Homelessness
Evidence suggests that the effects of the recession on homelessness have impacted on the Council.  This is despite the initiatives put in place by the Government to help keep residents in their own homes, e.g. six month arrears before mortgage foreclosure can be progressed through the courts. The effects of people losing their jobs and having a drop in income is likely to increase the number of properties repossessed over the next 2-3 years with an increase in homelessness applications to the authority. A number of court orders for possession of properties have been granted to mortgage lenders however it is usually only in a market where prices start to rise that these will be enacted.

Hostel occupancy rates are up to approximately 95% from 80% last year. Based on 3rd quarter (1/10/09 – 31/12.09) performance statistics reported to Supporting People relating to the three contracts we operate for temporary accommodation for homeless people the utilisation/occupancy rates are as follows;

Staffield House – 98.5%

Homeshares – 91.9%

John Street hostel – 96.4%

 The Council is being required to refer more homeless people to bed and breakfast accommodation.  The increasingly restricted availability of accommodation in our hostels and difficulty in re-housing those accepted as homeless in permanent accommodation has added to the increased use of bed and breakfast. The cost of such referrals on the Council being over £19,600 in 2009/10 to date (not budgeted for as such referrals have been minimal in the past).

However housing workers suggest the increase in homelessness might be more to do with the new Local Housing Allowance (LHA) regulations with landlords being more reluctant to rent to benefit claimants as under LHA benefit payments are made to the claimant rather than paid direct to the landlord as in the past.

3.7 Action to mitigate increases in homelessness (demonstrated by the high hostel accommodation rates) which the Council can take, though limited, is being progressed. The authority has been registered as a ‘fast track’ authority under the Governments £200 million national Mortgage Rescue Scheme since January 2009.The scheme was announced in September 2008 and rolled out from the 1/1/09. Housing have been co-ordinating local implementation of the scheme with Citizens Advice Bureau (CAB), Eden District Council, Eden Housing Association and Carlisle Housing Association (CHA). The criteria for the scheme involves the local authority making a homelessness assessment of an applicant, referring them to CAB for financial advice prior to any potential referral to the nominated housing association. CHA have developed a scheme and this is being run alongside the national scheme to maximise the provision of help to people. Other pro-active measures being taken by Housing include the provision of help with deposits for private rented accommodation through the Deposit Guarantee Scheme and the use of the Government Homelessness grant for preventing homelessness. Using a one off Government grant we have enabled with Shelter and the Law Centre a court desk service to be manned at Carlisle County court to help people attending repossession hearings.

Working with CHA through the Partnership Agreement a new letting pilot started last September whereby those accepted as homeless and those deemed to be in housing need received priority through the Choice Based Lettings system. This has been reviewed and is working well.

3.8 Assisting Unemployed

The City Council continues to deliver the ‘Return to Work’ project aimed at supporting individuals in receipt of incapacity benefit back into employment as part of a county wide consortium. This fund is valued at £345k from Jan 2008 to June 2010 and has in the last 6 months significantly improved the achievement of the job outcome target for this client group. Achievement County Wide will result in Cumbrian County Council receiving a stretch target reward. Removing people from Incapacity Benefit into work provides great savings in benefits and based on the sustainable job outcomes achieved to date the project has covered its costs. It is actively involved with partner agencies to establish how this project can be adapted to meet local needs and respond to the economic impact of the current circumstances. The City Council Return to Work team have been invited to deliver a part of the Flexible New Deal programme (pending successful bid) if this invite was to be accepted the additional funds gained would cover the costs of two project co-ordinators, one administration support and contribute 50% to  project manager costs.

The Council continues to respond to opportunities to lead on the local delivery of regionally funded initiatives to assist people under threat of redundancy, recently unemployed and longer term unemployed – Current protocol includes partnership with job centre plus, next steps, chamber of commerce and local training providers. Rapid response to redundancy funds have been utilised and administered by partner organisations. Additional bespoke support is available via Carlisle City Council and includes some brokerage. 

The Council have also supported the Future Job Fund bid aimed at supporting the employment costs of 18 to 25 yr olds, total funds available within the county £832,000 to support 128 jobs.

Support has also been made available to graduate placements fund of £75,000 to secure 10 wk jobs for unemployed graduates in Cumbria.   

The September Job and Skills Fair benefitted from an increase in local employers attending, unexpected due to the current economic climate and encouraged over 1000 visitors on the day.

4. SUPPORTING LOCAL BUSINESSES
4.1 Cash Flow

In assisting local businesses maintain cash flow the Council is being proactive as follows:

(i) It is now paying local businesses much quicker for services they provide, i.e. within 10 days of service being provided reduced from 30 days under old performance indicators.

(ii) The City Council has been proactive in providing direct support to businesses through the recession. This has been co-ordinated by the Business Development Officer with support from the Communications Unit. This has included: 

- Organising a £20,000 programme of direct support to 50 rural retailers providing specialist advice on merchandising and marketing. This included £10,000 from LABGI funding allocated specifically for help to businesses in the recession.

- Providing £60,000 of LABGI support for an intensive Business Start up Programme which has been matched with £67,000 of NWDA funds. This programme has been targeted to areas of greatest need including people who are facing redundancy. It provides help to businesses who have been trading for less than three years and which are particularly vulnerable in a recession.

Promoting the work of the Cumbria Asset Re Investment Trust (CART) which provides loans to small businesses refused support by banks. In the last year this organisation has made loans of £280,000 to small businesses in Carlisle district. In November the Business Development Officer joined the board of CART.    

Working with CART to develop special small loan schemes to help businesses in Carlisle Enterprise Centre.

Working with Business Link to promote its services to businesses. This has included:

· providing credit crunch advice in the winter edition of Carlisle Focus

· the spring edition due out in March will provide advice and links with Business Link’s role in supporting businesses

· banner on side of Civic Centre advertising Business Link (also web page links in our business pages)

· contacting all business ratepayers individually via letter to promote Business Link
Business Link has advised that there has been a 30% increase in the number of Carlisle businesses contacting them for assistance since the start of the recession.
4.2 Recovery of Debts to Council

Revenues and Benefits Recovery Officers are having due regard to the Council’s anti-poverty strategy and trying to work with partner agencies (e.g. CAB, BAC, Carlisle and District Law Centre) to consider the sum total of indebtedness, ability to pay and signposting customers to other welfare Benefits agencies.  Staff are also actively participating in financial inclusion initiatives.

5. OVERVIEW
5.1 This report has detailed the mitigating action taken by the City Council in helping residents and businesses cope with the recession.

5.2 There are encouraging signs that the impact of the recession is starting to lessen i.e. 

· month on month increase in benefit claimants lessening (but still rising)
· income streams now hitting and exceeding budget targets

· recycling prices recovering.

5.3
However the longer term impact of the recession on homelessness, particularly with our hostels being fully occupied needs to be closely monitored.

5.4 
The main continuing concern being the long term effect of historically low interest rates which has reduced the Council’s income on investment by approximately £2m per annum and shows no sign of improving in the medium term.
6. RECOMMENDATIONS
The Executive is asked to note and comment on:

(i) Latest information on the impact of the recession on the Council (including financial impact), its residents and businesses suggesting the impact of the recession is now beginning to lessen. 

(ii) Mitigating action progressed to mitigate the impact of the recession (where possible) on the Council’s residents and businesses.

7. REASONS FOR RECOMMENDATIONS

To advise members on progress to mitigate where possible the effects of the recession on residents and local businesses.

8. IMPLICATIONS

· Staffing/Resources – Some temporary staff resources employed to services experiencing increased workload due to the implications of the recession on local residents. 

· Financial – An estimate of reductions in income due to the recession taken into account in the updated 2010/11 budget projections.  Will continue to be closely monitored.

· Legal – N/A

· Corporate – SMT support the actions set out in the report and will continue to monitor the impact of the recession in all services. 

· Risk Management – The risk will continue to be monitored particularly the risk of homelessness.

· Equality and Disability – N/A

· Environmental – N/A

· Crime and Disorder – The impact of the recession on crime was monitored via performance indicators.  

· Impact on Customers – Impact of Customer Contact Centre covered in the report.

PETER MASON
Assistant Director (Resources)
Contact:
Peter Mason


Ext:
7270

APPENDIX 1
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	Number of working age adults claiming Benefit

	
	
	Increase
	Cumulative

	Dec 08
	4,338
	
	

	Mar 09
	4,581
	243
	243

	Jun 09
	4,749
	168
	411

	Oct 09
	4,886
	137
	548

	Dec 09
	4,924
	38
	586

	Feb 10
	5,001
	77
	663
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